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A  NOTE  ON  THE  RELATIONSHIP  BETWEEN  PROMOTION  SENSITIVITY 
AND  CONSUMER  SPECIFIC  VARIABLES 

ABSTRACT 

Published  studies  have  established  theoretical  and  empirical  links  between 
a  household's  deaographlc  profile  and  its  propensity  to  respond  to  pronotlonal 
offers.   In  this  study  we  show  that  a  measure  of  promotion  sensitivity  that 
controls  for  the  level  of  ambient  promotional  activity  is  more  closely  related 
to  the  theoretically  profiled  promotion  sensitive  household  than  are  traditional 
measures  of  promotion  sensitivity.  We  also  show  that  the  mix  of  supermarket 
chains  in  which  a  household  shops  Is  meaningfully  correlated  with  that 
household's  promotion  sensitivity. 


A  NOTE  ON  THE  RELATIONSHIP  BETWEEN  PROMOTION  SENSITIVITY 
AND  CONSUMER  SPECIFIC  VARIABLES 
Introduction 

In  the  mid  1960's.  when  promotions  began  to  receive  attention  in  the 
marketing  community,  research  began  to  draw  links  between  demographic  variables 
and  consumers'  promotional  sensitivities.   The  implications  are  clear:   if 
certain  subgroups  of  the  population  can  be  identified  as  being  particularly 
promotion  sensitive  (or  insensitive),  then  promotional  spending  can  be  targeted 
against  that  more  sensitive  group,  increasing  the  overall  profitability  of 
promotion  expenditures. 

In  this  paper  we  extend  the  existing  literature  relating  demographic 
variables  to  promotion  sensitivity  in  three  ways.   First,  we  draw  our  data  from 
the  UPC  purchase  diary  data  made  available  by  Information  Resources,  Inc.   This 
data  provides  demographic  data  on  a  panel  of  consumers  as  well  as  an  accurate 
record  of  each  consumer's  purchase  history,  of  promotional  offers  associated 
with  the  purchased  brands,  and  of  promotional  offers  associated  with  all  other 
brands  available  at  the  times  of  the  purchases.   Second,  we  use  a  measure  of 
promotion  sensitivity  which  accounts  for  all  promotion  activity  in  the  product 
class  being  studied.   Previous  measures  of  promotion  sensitivity  have  tended  to 
focus  on  only  on  the  promotional  status  of  the  brand  purchased.   Finally,  we 
extend  the  analysis  to  include  as  a  predictor  of  promotion  sensitivity  the  mix 
of  supermarkets  in  which  a  consumer  typically  shops.   The  different  supermarket 
chains  in  this  data  set  have  different  promotion  policies,  allowing  consumers  to 
reveal,  or  perhaps  causing  consumers  to  develop,  their  promotion  sensitivities 
through  store  choice. 


Literature  Review 

The  earliest  studies  (Massy  and  Frank  1965,  Webster  1965,  Montgomery  1971) 
were  based  on  multiple  regression  models.   A  variety  of  demographic  and 
purchasing  behavior  variables  were  included,  but  few  were  found  to  be 
statistically  significant.   For  example,  Webster  (1965)  reported  running  over 
200  regressions  with  45  independent  variables.   Only  four  of  these  45  were 
consistently  strong  predictors  of  promotion  sensitivity,  and  only  one  of  the 
four  was  a  demographic  variable  (age  of  housewife).   These  early  models  rarely 
fit  the  data  well.   Coefficients  of  determination  (r2)  ranged  between  5  and  15 
percent. 

In  a  1978  study,  Blattberg,  Buesing,  Peacock,  and  Sen  (BBPS)  constructed  a 
formal  theoretical  model  based  on  households'  inventory  costs.   They  identified 
two  types  of  variables  that  should  account  for  promotion  sensitivity:   household 
resource  variables  and  time  related  variables.   The  former  group  consists  of 
measures  such  as  home  and  car  ownership,  and  income.   Owning  a  car  and  a  house 
was  hypothesized  to  help  a  consumer  transport  and  store  items  purchased  on 
promotion  particularly  if  the  number  of  units  purchased  by  a  promotion  sensitive 
consumer  tends  to  increase  in  response  to  promotions.   Income  was  hypothesized 
to  have  a  negative  relationship  with  promotion  sensitivity:   poorer  families 
should  be  more  sensitive  to  promotions,  especially  price  reductions. 

BBPS  found  empirical  support  for  the  idea  that  car  and  home  ownership  is 
each  associated  with  greater  promotion  sensitivity,  but  confounding  effects  led 
to  a  positive  relationship  between  income  and  promotion  sensitivity.   In  other 


words,  because  higher  income  Is  strongly  associated  with  car  and  home  ownership, 
income  affects  promotion  sensitivity  in  two  ways  as  depicted  in  Figure  1. 

[Figure  1  About  Here] 

BBPS  found  the  positive,  indirect  relationship  between  income  and  deal 
proneness  to  outweigh  the  hypothesized  negative  direct  effect. 

The  second  group  of  BBPS  predictor  variables,  time  related  variables, 
consists  of  whether  or  not  there  are  children  under  six  years  old  in  the 
household,  and  whether  or  not  both  the  husband  and  wife  work.   Housewives  with 
no  employment  outside  the  home  and  no  young  children  were  hypothesized  to  have 
more  time  to  seek  and  take  advantage  of  promotions.   Households  with  two  working 
adults  or  with  young  children  were  hypothesized  to  lack  the  time  and  patience  to 
do  so.   These  hypotheses  are  both  supported  by  BBPS's  data,  with  the  dual- 
employment  hypothesis  proving  to  be  the  stronger  of  the  two. 

New  Tests  of  the  BBPS  Hypotheses 

We  use  UPC  scanner  panel  data  to  test  hypotheses  relating  purchase  behavior 
with  demographics.   The  data  used  in  this  study,  provided  by  Information 
Resources,  Inc.,  comes  from  a  large  database  covering  over  75,000  coffee 
purchases  made  by  1933  participating  households  over  a  two-year  period  (April 
1980  to  April  1982)  in  two  cities  (Pittsfield.  Massachusetts  and  Marion, 
Indiana).   In  addition  to  the  purchase  and  promotional  information,  over  twenty 
demographic  variables  are  recorded  for  each  household,  including  a  variety  of 


FIGURE  1:   Effects  of  Income  on  Deal  Proneness 
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family  characteristics  as  well  as  household  resource  and  time  related  variables 
similar  to  those  used  by  BBPS. 

For  the  purpose  of  this  exploratory  study,  we  chose  to  restrict  the  sample 
in  several  ways:   (1)   Only  one  city  -  Pittsfield  -  is  included;   (2)   only 
regular  ground  coffee  purchases  are  included;  (3)   only  panelists  generally 
loyal  to  regular  ground  coffee  are  included  (loyalty  is  defined  as  choosing 
regular  ground  coffee  for  at  least  90  percent  of  one's  coffee  purchases).   We 
sampled  randomly  among  the  qualified  panelists,  finally  getting  a  sample  of  61 
households  making  a  total  of  2576  purchases  from  a  set  of  18  regular  ground 
coffee  brand  sizes. 

The  Promotion  Sensitivity  Variable 

Researchers  who  have  studied  the  relationship  between  promotion  sensitivity 
and  demographics  have  defined  promotion  sensitivity  in  different  ways.   The 
simplest  measure,  as  used  by  Montgomery  (1971),  is  "percent  of  purchases  made  on 
promotion."   Six  years  earlier,  Webster  (1965)  had  recognized  that  different 
brands  may  promote  with  different  frequencies,  and  consumers  may  respond  more  to 
some  brands'  promotions  than  to  others'.   Webster  constructed  a  promotion 
sensitivity  variable  which  accounted  for  these  differences  but  did  not  account 
for  the  level  of  competitive  promotional  activity.   BBPS  examined  purchase 
histories  and  (in  some  unspecified  way)  judgmentally  defined  consumers  as  either 
"promotion  sensitive"  or  "not  promotion  sensitive."  Although  such  a  binary 
variable  might  represent  an  oversimplification.  It  allowed  BBPS  to  use  log- 
linerar  models  as  their  primary  analytic  tool. 


In  our  analysis  we  consider  three  neasuress  of  promotion  sensitivity.   The 
first  measure,  COUPj ,  concerns  the  frequency  with  which  consumer  i  uses 
manufacturer  coupons.   The  second  measure,  INSTOREj,  concerns  the  frequency  with 
which  consumer  i  uses  in-store  promotions.   The  third  measure,  Y^,  concerns 
the  likelihood  that  consumer  i  will  react  to  an  in-store  promotion  given  that  at 
least  one  brand  that  that  consumer  finds  acceptable  (i.e.,  ever  buys)  is  on 
promotion. 

None  of  the  studies  to  date  have  considered  consumers'  response  to 
competing  promotions.   Most  studies  account  only  for  the  promotional  status  of 
the  purchased  brand.   Our  first  two  measures  of  promotion  sensitivity,  COUPj  and 
INSTOREj  share  that  property.   Such  measures  ignore  how  frequently  brands  are 
promoted  and  whether  any  brands  other  than  the  chosen  one  are  on  promotion  at 
each  purchase  occasion.   A  few  years  ago,  when  promotions  were  rare  (and 
simultaneous  promotions  of  two  or  more  brands  even  rarer),  ignoring  this 
information  was  not  a  major  problem.   Today,  however,  the  situation  is 
different.   Retailers  frequently  promote  more  than  one  brand  of  coffee,  for 
example,  and  consumers  must  often  choose  among  a  number  of  promoted  brands. 
This  suggests  that  a  more  complex  measure  of  consumers'  sensitivities  to 
promotions  may  be  required. 

Fader  and  McAlister  (1985)  and  McAlister  (1985)  present  a  disaggregate 
model  of  consumer  response  to  promotion  which  takes  competing  promotions  into 
account.   They  define  and  estimate  values  for  a  promotion  sensitivity  parameter, 
Yj,  which  can  take  on  values  between  zero  and  one.   Yj  is  defined  as 
"the  probability  that  consumer  i  will  restrict  choice  to  acceptable  in-store 


promoted  brands,  given  that  at  least  one  acceptable  brand  is  promoted."   Such  a 
measure  controls  for  the  ambient  level  of  promotion  activity. 

Over  our  sample  of  61  panelists,  the  average  value  of  COUPj  is  8.3%  the 
average  value  of  INSTOREj  is  .486  and  the  average  value  of  Vj  is  .680.   The 
correlation  between  COUPj  and  INSTOREj  is  .150,  the  correlation  between  COUPi 
and  Yi  is  .334.  and  the  correlation  between  INSTOREi  and  r^    is  .741. 
Figure  2  shows  the  full  distribution  of  COUPj ,  INSTOREi,  and  Yi. 

[Figure  2  About  Here] 

Notice  that  the  average  value  of  INSTORE^  is  lower  than  the  average  value 
of  Y^.   This  suggests  that  consumers  could  not  always  find  a  brand  of  coffee 
that  they  considered  acceptable  on  promotion.   One  could  roughly  interpret  the 
average  values  of  Yj  and  INSTOREj  to  suggest  that  consumers  restricted  their 
choice  to  in-store  promoted  brands  nearly  70*  of  the  time  that  in-store 
promotions  were  available,  and  that  consumers  made  approximately  50*  of  their 
purchases  in  conjunction  with  in-store  promotions. 

With  these  measures  of  promotion  sensitivity,  COLT|,  INSTORE^,  and  Yj, 
we  will  replicate  and  extend  BBPS's  demographic  analyses.   While  the  log-linear 
models  used  by  BBPS  can  not  be  used  here,  it  is  possible  to  cross-classify 
panelists  based  on  their  household  resource  and  time  related  variables,  and  then 
compare  the  average  promotion  sensitivities  of  the  resulting  subgroups. 
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FIGURE  2:   Distribution  of  COUPj ,  INSTOREj,  and  rj 
Across  the  61  Panelists 
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Figure  2b:   Histogram  of  INSTOREj 
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Figure  2c:   Histogram  of  Y^ 
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The  Demographic  Variables 

Four  of  the  five  BBPS  demographic  variables  are  available;  only  car 
ownership  is  missing.   The  four  remaining  variables  include: 

1.    Children  under  six:   For  the  ten  households  with  children  under  six 
years  old,  the  dlchotomous  variable  NOKIDS  is  set  to  zero.   The 
remaining  51  households  with  older  children,  or  none  at  all,  have 
NOKIDS  equal  to  1. 

2.  House-dwellers:   The  binary  variable  HOUSE  is  set  equal  to  1  for  the 
41  households  included  in  our  sample  who  live  in  houses,  0  for  the  18 
households  who  live  in  apartments,  duplexes,  nr  mobile  homes,  and  is 
left  blank  for  the  two  non-respondents. 

3.  Two  working  adults:   26  households  Include  a  male  and  a  female  who 
each  work  at  least  part-time.   For  these  households,  the  variable 
UNEMP  is  set  to  0 .   29  households  include  at  least  one  unemployed 
adult,  and  have  UNEMP  =  1.   The  employment  status  of  the  members  of 
six  households  is  unknown. 

4.  Income:   To  test  the  income  hypothesis,  we  created  a  variable  LOWING 
which  equals  1  for  the  31  households  with  income  below  the  sample 
median  (about  $20,000),  and  equals  0  for  the  29  households  with 
higher  income.   Two  households  have  incomplete  data. 


Table  1  summarizes  the  demographic  variables  used. 

Table  1:   Summary  of  Demographic  Variables  Used 
In  Testing  Hypotheses 


Variable  Variable  YES    NO    MISSING 

Description  Name      (1)     (0) 

No  Children  Under  Six 

House-dwellers 

At  Least  One  Unemployed  Adult 

Low  Income 


NOKIDS 

51 

10 

0 

HOUSE 

41 

18 

2 

UNEMP 

29 

26 

6 

LOWING 

31 

29 

1 

Table  2  summarizes  the  results  of  testing  the  BBPS  hypotheses  using  COUPj 
INSTOREj  and  Y^.   The  first  column  reports  the  demographic  variable 
associated  with  the  hypothesis  being  tested.   The  second  and  third  columns 
report  the  average  percent  of  purchases  made  with  coupons  by  members  of  each 


group  (COUPygs  and  COUPno)-   Fo""  each  demographic  variable,  the  "yes"  subgroup 
is  hypothesized  to  have  a  higher  average  value  of  COUPj  than  the  "no"  subgroup 


(i.e..  COUPygg  -COUP,,^  is  hypothesized  to  be  positive).   The  t-statistic  in  the 
fourth  column  tests  whether  these  two  subgroups  means  are  significantly 
different  from  one  another.   Similarly,  the  fifth  and  sixth  columns  report  the 
average  values  of  in-store  promotion  usage  for  each  subgroup  {INSTOREygg  and 
INSTOREno)-   The  seventh  column  reports  the  t-statistic  associated  with  the 
difference  in  those  subgroup  means.   The  eighth,  ninth  and  tenth  columns  report 
analogous  statistics  for  the  average  values  of  Yj . 

[Table  2  About  Here] 

There  appears  to  be  moderate  support  for  the  BBPS  hypotheses.   Although 
none  of  the  t-statistics  are  particularly  strong  (all  are  insignificant  at  the 
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ten  percent  level),  most  have  the  correct  sign.   It  is  noteworthy  that  the 
income  hypothesis  fared  as  well  as  it  did.  in  light  of  BBPS ' s  problems  with 
confounding  effects.   It  is  also  interesting  to  note  that  Yj ,  the  measure  of 
promotion  sensitivity  which  accounts  for  the  availability  of  promotions  in  the 
environment,  gives  consistently  stronger  results  than  does  COUP^  or  INSTORE^. 

Since  multicollinearity  is  not  a  problem  in  our  data  (the  largest  pairuise 
correlation  among  the  four  dichotomous  predictor  variables  is  -.31,  between 
UNEMP  and  LOWING),  it  is  possible  to  test  all  four  hypotheses  simultaneously  fur 
each  measure  of  promotion  sensitivity  via  multiple  regression  (t-statistics  are 
below  coefficients): 


C0UPi=0.073  -.025*N0KIDSi  +  .017*H0USEi  -.017*UNEMPi  +  .041*L0WINCi 
(1.7)   (-0.6)         (0.5)         (-0.6)         (1.3) 


N  =  52    R2  =  4.4* 


INST0REi=0.517  +  .070*N0KIDSi  -  .000*HOUSEi  +  .093*UNEMPi  - . 032*L0WINCi 
(4.7)    (0.7)  (-0.0)         (1.2)         (-0.4) 


N  =  52   r2  =  3.3% 


Yi=0.610  +  .051*N0KIDSi  +  .071*H0USEi  +  . 083*UNEMPi  +  .087*LOWINCi 
(5.3)    (0.5)  (0.8)         (1.0)  (1.0) 


N  =  52    R'^  =  8.0* 


12 


Again,  we  see  a  stronger  relationship  between  the  deaographlc  variables  and 
Yi  than  between  the  deaographlc  variables  and  COUPi  or  INSTOREi. 
Furthermore,  we  ran  the  INSTOREj  and  r^  models  an  additional  75  times,  each 
time  using  52  observations  randomly  chosen  (with  repetition  allowed)  from  the 
original  52  cases.   Overall  the  regression  with  Yj  as  the  dependent 
variable  yielded  significantly  higher  r2  values,  p<.001.   If  we  believe  the 
economic  arguments  put  forward  by  BBPS,  then  these  results  are  consistent  with 
Vi  (which  controls  for  the  level  of  ambient  in-store  promotional  activity) 
being  a  better  measure  of  consumer  i's  promotion  sensitivity  than  is  INSTOREj 
(which  merely  reports  the  frequency  with  which  consumer  i  made  promoted 
purchases) . 

The  r2  of  8.0%  implies  that  the  model  based  on  Yj  is  comparable  to  the 
previously  mentioned  regression  models  in  terms  of  its  ability  to  fit  the  data. 
Although  the  coefficients'  t-statistlcs  are  quite  low,  all  the  signs  are  still 
in  the  hypothesized  directions  and  these  simultaneous  t-statistics  are  not  much 
worse  than  those  reported  in  Table  2.   Note  that  BBPS  do  not  report  any 
significance  tests  or  goodness-of-f it  measures,  so  it  is  difficult  to  compare 
these  results  to  theirs. 

This  Yi  regression  model  can  be  improved  in  at  least  two  ways:   (1)   by 
including  interaction  terms,  and  (2)   by  using  a  logistic  model  instead  of  a 
linear  one.   The  latter  suggestion  follows  logically  from  the  fact  that  Yj 
is  constrained  to  lie  between  zero  and  one.   Each  of  these  techniques  can 

improve  the  fit  somewhat  (r2  above  10%),  but  the  relative  importance  of  each  of 
the  explanatory  variables  does  not  change  much. 
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Differences  Among  Supermarket  Chains 

The  data  fro«  Plttsfleld  come  from  three  supermarket  chains,  including  a 
total  of  six  different  grocery  stores.   These  chains  have  distinct  promotion 
policies  for  the  coffee  category  which  manifest  themselves  through  the  intensity 
and  types  of  In-store  promotions  offered.   Furthermore,  each  chain  might  appeal 
to  a  different  demographic  segment  of  the  population.   For  these  reasons,  we 
examine  the  associations  between  panelist  demographics,  promotional  offering 
mixes  and  the  three  chains  for  further  Insight  Into  the  antecedents  and 
determinants  of  promotion  sensitivity. 

We  use  three  ternary  variables  to  describe  the  frequency  of  shopping  at 
each  chain  for  each  panelist.   For  example,  the  variable  for  the  first  chain, 
CHNl,  is  defined  as  follows:   CHNl  =  0  for  all  panelists  who  never  purchase 
coffee  at  chain  1.   CHNl  =  1  for  all  panelists  who  make  no  more  than  40%   of 
their  coffee  purchases  at  chain  1,  but  purchase  there  at  least  once.   CHNl  =  2 
for  all  panelists  who  make  over  40%  of  their  coffee  purchases  at  chain  1.   CHN2 
and  CHN3  are  similarly  defined. 

Twenty-four  households  are  "loyal"  to  chain  1  (i.e.  have  CHNl  =  2),  while 
for  chain  2  and  chain  3,  the  figures  are  29  and  10,  respectively.   These  numbers 
add  to  63  rather  than  61  because  there  are  three  households  which  are  double- 
counted  (each  makes  at  least  40%  of  its  purchases  at  two  different  chains),  and 
one  household  is  not  counted  at  all  (since  it  does  not  make  40%  of  its  purchases 
at  any  single  chain). 

Table  3  presents  the  average  values  of  the  key  variables  for  each  of  these 
"loyal"  groups.   The  first  column  Includes  the  24  households  with  CHNl  =  2,  and 
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so  on.   None  of  the  group  differences  are  statistically  significant,  but  some  of 
the  apparent  trends  are  interesting.   For  instance,  the  chain  3  group  Includes 
the  highest  proportion  of  dual-career  households  with  no  children,  and  is  the 
least  promotion-sensitive  group.   The  chain  2  group  is  more  sensitive  to  in- 
store  promotions  and  has  the  lowest  proportion  of  low-income  households. 


Table  3:   Variation  in  Demographic  Variables  and  Promotion 
Sensitivities  Across  Supermarket  Chains 


Chain  1 


Chain  2 


Chain  3 


COUP 


INSTORE 

V 

NOKIDS 

HOUSE 

UMEMP 

LOWINC 


.137 

.364 

.664 

.79 

.77 

.55 

.54 


.069 

.629 

.736 

.83 

.66 

.52 

.45 


.053 

.373 

.557 

.90 

.70 

.40 

.56 


Although  Table  3  does  not  present  any  statistically  significant  differences 
across  stores,  it  suggests  that  it  might  be  productive  to  include  chain  usage  as 
a  covariate  in  the  multiple  regressions  presented  earlier: 

COUPi=  -  0.063  -  .018*N0KIDSi  +  .016*H0USEi  +  .014*UNEMPi  +  .026*L0WINCi 
(-0.9)    (-0.5)  (0.5)         (-0.5)  (0.9) 


069*CHNli  ■"  •032*CHN2i  +  .024*CHN3i 


(1.3) 


(2.7) 


(0.3) 


N  =  52   R^   =20.2* 
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INSTOREi  =  0.255  +  .016*NOKIDSi  +  .034*H0USEi  +  . lOO'UNEMPi  +  .006*L0WINCi 
(1.7)    (0.2)  (0.5)         (1.6)         (0.1) 

-  .007«CHNli  +  .211»CHN2i  +  .015*CHN3i 
(-0.1)       (4.7)        (0.3) 

N  =  52   R^   =  44* 


Yi  =  0.313  +  .030»N0KIDSi  +  .080*H0USEi  +  .086*UNEMPj[  +  .098»L0WINCi 
(1.7)    (0.3)  (0.9)  (1.1)  (1.2) 

+   . 082*CHN1 i+ . 155*CHN2i+ . 01 5*CHN3i 
(1.3)       (2.7)       (0.3) 

N  =  52   R^  =  22.4% 


_2 
The  R  rise  considerably  when  chain-specific  variables  are 

included.   Note  also  the  relative  stability  of  the  demographic  variable 

coefficients.   While  the  t-statistics  remain  quite  low,  only  two  of  the  twelve 

demographic  coefficients  changes  by  more  the  .03.   Further  modeling  reveals  that 

there  are  no  consistently  significant  interactions  between  the  demographic 

variables . 

Notice  that  with  the  chain  loyalty  variables  included,  the  INSTORE^ 

-2 
regression  yields  a  higher  R   than  the  Yj  regression.   Running  the  two 

regressions  over  the  same  75  simulated  cases  as  before  shows  that  the  INSTOREj 

regressions  now  fit  significantly  better  than  those  with  Yj  as  the  dependent 

variable,  p<.001.   These  results  are  in  contrast  to  the  earlier  simulations. 

That  the  chain  loyalty  variables  "explain"  INSTOREj  very  strongly  is  a  somewhat 

tantulogical  result  (i.e.,  chains  which  promote  more  often  tend  to  include  a 

higher  proportion  of  promoted  purchases).   This  is  consistent  with  Yj  doing 

a  better  job  of  adjusting  for  different  promotional  policies  across  stores  in 

assessing  individual  consumers'  promotion  sensitivities. 
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The  coefficients  for  the  chain  variables  imply  that  certain  phenomena  are 
still  unexplained,  especially  for  in-store  promotions  in  chain  2  and 
manufacturer  coupons  in  chain  1.   Two  principal  factors  can  be  identified  which 
■ay  be  related  to  chain  2's  high  chain-specific  coefficient:   frequency  and  type 
and  of  promotions  used.   The  data  are  consistent  with  both  of  these  factors 
leading  to  greater  promotion  sensitivity. 

One  could  conjecture  that  the  average  promotion  sensitivity  of  customers  in 
Chain  2  is  increased  by  both  of  the  factors  presented  in  Table  4.   Chain  3 
promotes  nearly  as  frequently  as  chain  2,  but  it  utilizes  multiple  promotional 
vehicles  less  often  than  the  other  chains.   Chain  1  matches  chain  2  in  its  use 
of  combined  promotions,  but  its  lighter  promotion  schedule  could  be  conjectured 
to  cause  a  lower  chain-specific  effect.   Other  factors  besides  the  two  mentioned 
here  (e.g.,  depth  of  price  cut,  choice  of  items  to  promote,  and  location  of 
displays)  might  also  be  influential. 

Table  4:   Frequency  and  Type  of  Promotion  Used  by  Each  Retail  Chain 


Percent  of 
Time  that 
Some  Promotion 
is  Available 

Percent  of 
Promotions 
with  Price  Cut 
and  Display 

3.5* 

29% 

8.3% 

29% 

7.5% 

21% 

Chain 
1 
2 
3 


Though  IRI  does  not  identify  the  supermarket  chains  in  its  data  base,  it  is 
a  fact  that  one  supermarket  chain  in  Pittsfield  offers  "double  coupons"  (twice 
the  face  value  of  manufacturer  coupons  as  a  promotional  incentive  to  consumers). 
It  is  not  unreasonable  to  suspect  that  that  chain  is  chain  1  of  this  study. 
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Such  a  policy  should  nake  Banufacturer  coupons  Bore  attractive  in  chain  1  than 
in  other  chains. 

We  have  demonstrated  an  important  link  between  a  consumer's  promotion 
sensitivity  and  the  mix  of  stores  that  the  consumer  selects.   What  we  cannot 
tell  from  this  analysis  is  whether  the  more  promotion  sensitive  consumers  select 
stores  with  more  intense  promotional  environments,  or  whether  consumers  select 
stores  on  some  other  basis  (e.g.,  location)  and,  over  time,  learn  to  respond  to 
the  ambient  promotional  offers,  thereby  becoming  more  promotion  sensitive  as 
they  shop  in  chains  that  offer  more  frequent  or  more  intense  promotions. 


Summary 


Despite  the  large  volume  of  reliable  purchase  and  demographic  data 
available  from  UPC  scanner  panels,  it  is  no  easier  to  make  undisputable  claims 
about  the  relationship  between  demographic  variables  and  promotion  sensitivity 
today  than  it  was  twenty  years  ago.   In  this  study,  we  employed  scanner  data  for 
regular  ground  coffee  purchases  to  replicate  and  extend  several  of  the  classic 
demographic  studies  of  promotion  sensitivity. 

As  in  the  earliest  studies,  we  relied  upon  multiple  regression  as  our 
primary  model  structure;  like  Webster  (1965)  we  used  a  complex  measure  of 
promotion  sensitivity  which  accounts  for  individual  and  brand  differences:  and 
like  Blattberg  et  al  (1978)  we  restricted  our  choice  of  demographic  variables  to 
ones  which  are  consistent  with  a  priori  hypotheses  about  the  links  between 
demographic  variables  and  promotion  sensitivity. 
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The  results  of  our  strictly  demographic  analyses  are  substantively  very 
similar  to  those  of  Blattberg  et  al  (1978).   Statistics  related  to  time  related 
variables,  reflecting  panelists'  willingness  to  take  time  to  process  promotional 
information,  were  consistent  with  busier  consumers  being  too  busy  to  use 
promotions  and  therefore  being  less  promotion  sensitive.   Statitics  related  to 
household  resource  variables  were  consistent  with  households  with  higher  income 
or  inventory  costs  (i.e.  less  space)  being  less  promotion  sensitive  on  average. 

The  model  based  on  an  externally  estimated  measure  of  promotion  sensitivity 
that  controls  for  ambient  promotional  activity  (Yj)  fit  better  than  either 

model  based  on  frequency  of  promotion  useage  (COUPj  and  INSTOREj),  but  all  fit 

-2 
quite  badly.   The  low  R  s  and  t-statlstlcs  should  not  come  as  a  surprise  since 

all  of  the  early  regression  models  reported  similarly  poor  results.   BBPS  did 

not  report  any  fit  statistics  so  we  can  not  say  whether  their  model  fared  better 

than  those  presented  here. 

We  accounted  for  differences  in  the  supermarket  chains'  promotion  policies 
by  including  additional  predictor  variables  in  the  models.   The  differences  in 
promotional  mixes  across  chains  can  most  readily  be  seen  through  different 
frequencies  of  promotion,  different  types  of  promotions  used,  and  in  one  chain, 
we  suspect,  the  use  of  double  coupons.   Controlling  for  this  across-chain 
variation  substantially  aided  the  overall  fit  of  the  models.   Further  research 
is  needed  to  uncover  the  direction  of  causation  in  this  relationship.   Do 
supermarket  chains  that  promote  more  frequently  and  more  intensely  draw  the  more 
promotion  sensitive  consumers  or  do  they  train  them?  The  answer  to  this 
question  could  have  important  implications  for  establishing  retail  promotion 
policies  and  for  designing  manufacturers'  promotional  offers  to  retailers. 
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